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New England’s Stake in International Trade 


N*Y ENGLAND, with its advantageous loca- 
tion on the Atlantic seaboard, has held an 
extremely important place in the foreign commerce 
of the United States from the earliest days of this 
country’s history. Fisheries formed the ‘‘corner- 
stone’’ upon which the early commercial pros- 
perity of the section rested. Shipbuilding, naviga- 
tion and commerce proceeded directly from this 
industry. 

The old New England trading merchants and 
sea Captains not only furnished capital — they 
provided the daring, the vision, the initiative for 
new and untried enterprises. They were shrewd in 
business, willing to take risks, men of unusual 
business foresight and intrepidity. These qualities 
were important elements in laying the foundations 
of industrial New England. 

At the close of the Civil War the foreign com- 
merce of New England recovered briskly, but with 
noteworthy alteration in its general character. 
Its export activities broadened so as to include 
increasing amounts of manufactured and semi- 
manufactured goods, instead of chiefly agricultural 
and fishery products; its import trade changed from 
the purchase of manufactured wares to that of raw 
materials. As the turbulent nineteenth century 
drew to a close the expansion in volume of im- 
ports and exports of New England, the multiplica- 
tion of the sources of its imports and the widening 
range of its foreign markets continued unabated. 

oday, New England has a highly diversified 
economic life which requires a far wider market 
than is to be found within the region itself. 
Furthermore, its industries demand a supply of 
raw materials which are not produced in this 
region, nor even entirely in the United States. 

For the prosperity of New England manufactur- 
ing industries, then, the expansion of its existing 
markets and the development of new ones has 
become a real necessity not merely as places in 
which to sell temporary surpluses but as a per- 
manent and steady outlet for a portion of its an- 
nual output. 

Last year the United States exported some $10 
billion of goods, three times more than the 1936- 
38 average. By contrast, imports in 1946 were 
about $5 billion. This year the Department of 


Commerce expects both exports and imports to 
climb more than 25 per cent. Exports from the 
United States in March 1947 reached $1,327 “mil- 
lion, a peacetime peak volume. 

According to the last study* of foreign exports 
of New England manufacturers, all major cate- 
gories of manufacturing enjoyed some export 
business. Leading exports in value were ma- 
chinery, vehicles, and other products of metal 
manufacturing. It may be assumed that New 
England's industry is again heavily engaged in 
export business. The low level of export activity 
from Boston does not reflect absence of exports 
from New England. Shipments through the port 
of New York accounted for approximately 65 per 
cent of the value of all designated New England 
exports in 1928 (the latest date for which data are 
available), compared to 14 per cent through Boston 
and less than one per cent through other New 
England ports (principally Portland); the re- 
mainder was accounted for by rail shipments and 
shipments through other ports. 

The value of foreign trade flowing through the 
customs districts of New England amounted to 


. $680,100,000 in 1946 (about 4.6 per cent of the 


total for the United States), compared with an 
average of $265,418,000 (5.1 per cent of total U. S.) 
in 1935-39. Exports were valued at $209,500,000 
while imports totaled $470,600,000 in 1946. These 
figures merely reflect trade flowing through New 
England ports and customs districts and do not 
show total foreign trade of New England manufacturers, 
as a high percentage moved through ports outside 
New England (as indicated above). 

The industrialization of New England has 
always been closely tied to foreign trade. New 
England is largely dependent on outside materials, 
many of which must be imported from abroad. 
Imported raw materials, even when destined for 
ultimate consumption in other areas of the coun- 
try, are converted into finished goods for reship- 
ment inland. 

New England's export advantages are apprecia- 
ble because manufacturing is highly concentrated 





*U.S. Department of Commerce, Foreign Trade Survey of New England; Domestic 
Commerce Series No. 40 (1931). 





here. The exports of manufactured goods of the 
United States expanded from 21 per cent of the 
total in 1890 to 64 per cent in 1930. New England 
in 1928 accounted ie 50 per cent of the hardware, 
cutlery, and mechanics’ tools exports of the coun- 
try; 43 per cent of textile machinery exports; 23 
per cent of office appliances; 33 per cent of firearms 
and ammunition; 66 per cent of jewelry; 29 per cent 
of clocks and watches; 36 per cent of leather; 69 
per cent of leather footwear; 17 per cent of paper 
manufactures; and 17 per cent of industrial chemi- 
cal supplies. Moreover, there were substantial 
quantities of exports of cotton goods and other 
textile products, industrial machinery, and metal 
manufactures of many kinds. 


All governments are concerned with interna- 
tional trade, and hence are interested in the trade 
practices of other countries. Sometimes they are 
led to “‘protective’’ legislation to soften the effects 
of the laws or business activities of other countries 
on their own citizens. This was especially the case 
in the thirties, when, in the face of worldwide 
depression, nations attempted to isolate themselves 
economically by more and more laws of this sort. 
Economic warfare resulted, which directly con- 
tributed to the onset of World War II. Step by 
step, trade was “‘strangled’’ by the Smoot-Hawley 
Tariff Act of 1930, the Ottawa Agreements of 1932 
(Preferential British Empire Agreements), and by 
elaborate and detailed restrictions adopted by 
Germany and other countries. 

International trade should be multilateral rather 
than bilateral. Particular transactions, of course, 
are always bilateral; one seller deals with one 
buyer. But, under multilateralism the pattern of 
trade is many sided. Exporting countries or 
individuals are not compelled to confine their 
sales to importing countries or individuals who 
will deliver them equivalent values in other 


goods. Importers are not required to find exporters 
who will accept payment in goods that the ex- 
porters have produced. Traders sell where they 
please, exchanging goods for money, and buy where 
they please, exchanging money for goods. This 
arrangement is the rule in the domestic market; it 
has its counterpart in international trade. 

Bilateralism, by contrast, is akin to barter. 
Under this system, you may sell for money, but 
you cannot use your money to buy where you 
please. Your customer insists that you must 
buy from him if he is to buy from you. Exports 
are directly tied to imports and in extreme cases 
each country seeks to balance its accounts not only 
with the world as a whole, but separately with 
every other country with which it deals. 

The case against bilateralism is a familiar one. 
By reducing the number and the size of the trans- 
actions that can be effected, it holds down the 
volume of world trade. By restricting the 
scope of available markets and sources of supply, 
it limits the possible economies of international 
specialization. By freezing trade into rigid pat- 
terns, it hinders accommodation to changing 
conditions and lends itself to political manipula- 
tions. True multilateralism tends to encourage 
nondiscriminatory trade; bilateralism is inherently 
discriminatory. Multilateralism permits the in- 
dividual trader to follow market opportunities in a 
search for purely economic advantage; bilateralism 
invites the intrusion of political consideration. 

During the thirties, bilateralism found its 
principal expression in blocked exchanges and in 
import quotas which favored one nation over 
another. Today, it manifests itself most conspicu- 
ously in a whole series of short-run, barter-trade 
agreements involving those nations whose econ- 
omies have been more seriously disrupted by 
the war. These agreements are the inevitable 
product of serious shortages of goods, instability of 
currencies, and persisting exchange controls. They 
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may have made possible a considerable volume of 
trade that otherwise could not have taken place at 
all. But as goods become available in ample 
quantities, as currencies are stabilized, and as 
exchanges are freed, the need, real or alleged, for 
such agreements, should disappear. 

Quotas are much more effective than tariffs as a 
barrier to trade because under a quota system the 
volume of trade is rigidly fixed. Quotas can be 
imposed on imports, product by product, country 
by country, and month by month. Licenses may 
be required of importers to buy abroad. A central 
plan may determine imports. This is regimenta- 
tion. This is the direction in which many coun- 
tries are headed today. 


Recis i A, 


The Reciprocal Trade Agreements Act of 1934, 
fathered and administered by the then Secretary of 
State Cordell Hull, was designed to achieve not 
free trade — but freer trade. Some thirty agree- 
ments with other countries have been made. Trade 
has grown; in return for concessions on imports we 
have been given concessions to benefit our export 
trade. 

The Reciprocal Trade Agreements Act of 1934, 
as extended, is regarded by many as the keystone 
of the Nation's foreign economic policy. The Act 
provides substantial flexibility of administration, 
whereby protection may be continued for those 
needing it and lessened for those industries able to 
Maintain their competitive positions unassisted. 
The supporters of the Trade Agreements Act have 
argued that the record proves that it has worked as 
intended. The Act was extended in 1945, for the 
fourth time, to June 12, 1948, unless Congress 
should terminate it earlier. 

The Act, in its original form, permitted the 
President to enter into tariff agreements cutting 
United States duties on imported goods as much as 
50 per cent in return for similar concessions from 
other countries on United States exports. In 
1945, Congress provided that the President could 
reduce duties another 50 per cent from levels in 
effect on January 1 of that year. In other words, 
if a tariff had already been cut 50 per cent under 
the Act, it could be halved again, thus allowing a 
total reduction of 75 per cent from 1934 levels. 

Since such tariff pacts are not considered to be 
treaties, they are not subject to ratification by a 
two-thirds Senate vote. State Department officials 
learned that it would be difficult to get other 
nations to discuss tariff reductions if each separate 
pact had to clear the hurdle of Senate approval. 
This was in line with Cordell Hull’s idea of placing 
trade agreement authority in the hands of the 
President as a means of avoiding pressures by 
special interest groups and lobbyists. The Presi- 
dent delegated his trade agreement authority to 
the State Department by Executive Order. 

Up to the present, the United States Govern- 
ment has lowered import duties an average of 31 
per cent from record levels prevailing under the 
Smoot-Hawley Act of 1930. 

The Administration announced in February 1947 
that an “‘escape clause’’ would be inserted in each 
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of the new trade agreements to enable any industry 
which suffered from a tariff adjustment to make 
representations to the Tariff Commission for possi- 
ble abrogation of the proposed agreement. The 
Executive Order of February 25, 1947, charges the 
Tariff Commission to investigate representations 
of injury. 

We need large exports. Last year we exported 
over $3 billion worth of agricultural products 
alone (in addition to $7 billion of other goods). 
To lose a substantial part of this foreign market 
would reduce the incomes of over six million farm 
families and, hence, curtail their buying power 
for the products of our factories. Our industrial 
plant under wartime stimulus is geared to a level 
of output which greatly exceeds our normal 
demands. If thousands of workers in these indus- 
tries are to be kept employed in lines where pro- 
ductivity is highest, a large volume of exports is 
necessary. 


eh ot Free kxchange 


We need large imports. Our natural resources 
were seriously depleted by the war. We shall be 
forced increasingly to seek abroad such strategic 
materials as copper, lead, zinc. Our demand for 
consumers’ goods is capable of indefinite expan- 
sion. Larger imports are needed to provide dol- 
lars for potential American customers abroad. We 
must import goods so that foreign countries can 
repay the United States the postwar loans, commit- 
ments on which have already reached nearly $10 
billion.! If we do not want to give goods 
away or finance them by constantly increasing 
loans, we must allow their buyers to pay for them. 
And, we must accept these payments in the only 
ways in which they can be made; by using foreign 
services and importing foreign goods. 


1 See Kriz, Postwar International Lending, Essays io International Finance, No. 8, 
Princeton University Press, Spring 1947. 
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We can only vember 1946. The Preparatory Committee, acting as a group of 
-re for the experts, without committing the governments represented, 
agreed to texts of draft articles with respect to about 85 per cent 
would of the provisions which it is anticipated might be ‘aclabe dina 
lood charter for an international trade organization, The public 
ily hearings on the draft charter began in Washington and other 
1 by cities on February 25, 1947. Informal hearings were held in 
by Boston on March 3 and 4, 1947. The other draft articles not 
agreed to were referred to an Interim Drafting Committee which 
met at Lake Success, N. Y., from January 20 to February 25, 1947. 
sdicens ghieperr eet abr geer nism rt Sfenbesshs : The second meeting of the Preparatory Committee, which also 
comes ' erties i casi aaa ‘ opened trade agreement negotiations, began in Geneva on April 
tk for a pair of 8, 1947. The document that emerges from the International 
8 car Bee ti a Frags latpsss cgi “ss t=" Conference on Trade and Employment, scheduled for the fall of 
A United Scare snes Aenea ; 1947, will be submitted to the Congress of the United States and 
han sev a al as a Russe i to the governments of other countries, and, with their approval, 
3 ; ; he ITO should be established sometime in 1948.8 
The Members of the Preparatory Committee agreed that in 
suance of the determination of the United Nations to create 
ditions of economic and social progress essential to world 
they should establish an ITO through which they will 
to accomplish the following purposes: 

















promote national and international action: 

the objectives set forth in the Charter of the United Nations and 
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T by all Member countries, on equal terms, of access to 
productive facilities which are needed for their eco- 
Comms rial and general economic develo 
y of those still in the early stages of i 
As ‘ ‘ in the field of international trade, 
‘ Lhe ugh consultation and collabor 
— asing the opportunities for their trade and economic 
t £ d ntageous basis, to avoid recourse to measures 
pese = d “ ¢, reduce productive employment or retard eco- 
Our be i smerny tee € amde The pr ising in the field of commercial policy have 
trialized ¢ Beto é eT upita ¢ presented obstacles to general agreement on the ITO 
penciture o Sts ’ { mm wae rter ates and certain other delegations have 
311.30 ¢ a } S ) eke demne cae restrictions (quotas, etc.) in principle 
char y uccure and have t the right to use them should be strictly 
ed 43.2 ’ “- + me mited the Draft Charter recognizes the serious 
I35 x “ HOOT certain countries and makes detailed excep- 
Procucers are pro y cle ye cite ct tot rule condemning trade restrictions. 
a ee rE ach es NOME ptions permit (a) transitional export or 
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Pheir sues, ane The mport controls used for fairly distributing goods in short 
si ance of wartime price controls, and the 
1 of Government surpluses and war industries; 
pro or restrictions temporarily applied to 
MAMET SECRET SNR CINE ASS URUIESS TRAD EAE SMa CE gelieve critical shortages of foodstuffs or other essential prod- 
per Cent PERE 20) ES scala , red to enforce the observance of stand- 
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ied under intergovernmental commodity 
r example, to smooth out prices and relieve 
roducts); (e) import quotas on any agricul- 
products required to enforce domestic produc- 
restrictions and surplus disposal programs, 
sed that such quotas do not reduce the share of imports in 
I rket; and (f) restrictions designed to confer a 
] n a state-trading enterprise. 
pou * particular importance is the exception which permits a 
: mber of the ITO to employ import controls as a means of safe- 
zuz g its reserves at a time of actual or threatened deficit in 
ts balar payments (even if this deficit results fronr’an in- 
imports stimulated by its domestic employ- 
ance of payments problem arises, for example, 
2 country finds that its importers are trying to buy more 
br an its exporters are selling abroad 
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Under this provision, however, a country which is restricting 
imports must do so in a nondiscriminatory manner — i.e., pur- 
chases of any particular commodity must be distributed equit- 
ably among the various suppliers. Furthermore, ‘contracting 
parties shall not apply the restrictions in such a manner as to ex- 
clude completely imports of any class of goods’’. 

Any Member which is not applying import restrictions but 
which plans to use them must consult with the ITO as to the 
nature of its balance of payments difficulties, the various correc- 
tive measures which may be available, and the possible effects 
of such measures on the economies of other contracting parties. 
The ITO shall invite the International Monetary Fund to par- 
ticipate in all such consultations. 

Any Member may complain of another Member using quanti- 
tative restrictions on trade in a manner inconsistent with the 
provisions of the Charter or unnecessarily damaging to its trade. 
The ITO will then consider the complaint, in consultation with 
the International Monetary Fund, and if it is found to be justi- 
fied may recommend the withdrawal or modiiication of the 
restrictions in question. If the offending Member does not 
comply with its recommendations the ITO may then release the 
other Members from their obligations toward the Member in 
question permitting them, for instance, to withhold from it the 
tariff concessions which they have made. 

If there is persistent and widespread application of import 
restrictions, indicating the evidence of a general disequilibrium 
(e.g., exchange rates for the dollar too low in terms of local 
currency) which is restricting international trade, the ITO shall 
consult with the International Monetary Fund to consider 
whether other measures might be taken, either by those coun- 
tries whose balance of payments are under pressure or by those 
countries whose balance of payments are tending to be excep- 
tionally favorable; or by any appropriate intergovernmental 
organization to remove the underlying causes. 

It may be argued that the general rule condemning quantita- 
tive restrictions will be of little value if exceptions are allowed, 
but these exceptions have been realistically devised to meet 
conditions which prevail now throughout the world. Economic 
necessity dictated these exceptions. Without them the general 
rules could not be expected to work. For example, until such 
countries as France and England achieve a reasonable price sta- 
bility and a level of exports adequate to pay for imports the 
dropping of all quantitative restrictions and exchange controls 
cannot be expected. The elimination of trade preferences can be 
regarded as a long-term objective. So long as the balance of 
payments crisis exists in many countries, the full principles of 
nondiscrimination cannot be put into effect at once. Of more 
immediate compelling interest is the need of such countries as 
France and Britain to expand their exports to regain their pre- 
war level of consumption to meet the financial obligations arising 
from the war. They can expand their exports only if conditions 
are favorable to a much expanded volume of world trade. The 
best method of getting this expansion is by succeeding in a gen- 
eral attack on tariffs and restrictive arrangements. 


ne Ctser rons 


Hence, no government is ready to embrace ‘‘free trade’’ in any 
absolute sense. Nevertheless, much can usefully be done by 
international agreement toward reduction of governmental 
barriers to trade. Free trade would require the complete elimina- 
tion of all protective barriers. Politically, it would be impossi- 
ble; economically, it would be unwise. This Government's 
negotiation with respect to specific barriers to trade will be con- 
ducted within the limits of the authority conferred upon the 
President by the Reciprocal Trade Agreements Act and, in accord- 
ance with the caneetiaes of public notice, open hearings and 
‘group bargaining’ that have been employed for the past 
12 years in the administration of that Act. By judicious 
exercise of the power provided by the present law, the United 
States may lead the world away from the restrictionism that has 
fastened itself on the world’s commerce during the last 20 years. 

The future of our foreign trade policy will be molded to an 
appreciable extent by the outcome of the current tariff discus- 
sions. Operations of the International Monetary Fund, the 
International Bank for Reconstruction and Development, and 
the Anglo-American Financial Agreement will be greatly handi- 
capped without an effective International Trade Organization. 

Countries are more economically interdependent now than 
ever before, so that if economic conditions in one country grow 
desperate they may threaten the maintenance of world peace. 
To support our political commitments for peace we have made 
economic commitments in the form of foreign credits and loans, 





food exports to needy countries, contributions toward stabiliza- 
tion of world currencies, and we now seek to make trade arrange- 
ments to encourage a freer flow of goods among nations. 

The domestic agriculture program of the United States is seeming- 
ly incompatible with the announced aims regarding international 
trade because it replaces competitive price making with a sup- 
igh program (or protectionist policy). The question may 

e raised whether the United States will be willing to take steps 
to amend its domestic agriculture policy so as to assure the func- 
tioning of the machinery and the implementation of the provi- 
sions in the Charter. 

President Truman pointed out in his recent address at Baylor 
University, “‘We are the giant of the economic world. Whether 
we like it or not, the future pattern of economic relations de- 
pends upon us. The world is waiting and watching to see what 
we shall do. The choice is ours. We can lead the nations to 
economic peace or we can plunge them into economic war. In 
fact,’’ he said, “‘the three — peace, freedom, and world trade 
are inseparable. The grave lessons of the past have proved it.”’ 

As one business leader put it, ‘When goods don’t move over 
borders, soldiers do." 





CREDIT SALES INCREASE SHARPLY IN 1946 
ETAIL sales of credit-granting stores in the Boston Federal 
Reserve District during 1946 were 32 per cent higher than in 
1945, according to reports received by the Federal Reserve Bank 
of Boston from 455 stores representing nine lines of retail trade. 
Instalment sales increased by 62 per cent; charge account sales, 
44 per cent; and cash sales were up 22 per cent and continued to 
run over half of total sales in 1946 despite the increase in credit 
sales. * 





Retail Sales and Accounts Receivable 
First Federal Reserve District 1941-1946 
Sales by Type of Transaction Accounts Receivable by Type 
1941=100 Dec. 31, 1941-100 
Department Stores 
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* A detailed analysis of the 1946 Retail Credit Survey will be presented in the June 
issue of the Monthly Review. 


ERRATUM: Vertical scale on ‘Total Manufacturing Employment”’ 
chart on p.2 of April issue of Review read ‘Number of Employees in Thou- 
sands’’. It should have read ‘‘Number of Employees in Tens of Thousands"’. 
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Business Conditions 








BUSINESS ACTIVITY LEVELING OFF 


S business activity showed signs of leveling off 

at the end of the first quarter, attention was 

increasingly directed to high commodity prices in 

the hope that downward corrections might avert or 
mitigate a possible business recession. 

Industrial production, after increasing during 
most of 1946, leveled off in the first quarter of 1947. 
Nondurable manufacturing has declined since Jan- 
uary. New England shoe production was 22 per 
cent less in March 1947 than in March 1946. 

New England manufacturing employment de- 
creased by 5,000 from February to March and unem- 
ployment insurance claims advanced three per 
cent. Textile and women’s apparel industries laid 
off help and some mills producing soft woolen 
textiles suspended operations temporarily. 

While New England construction contracts 


INDUSTRIAL ‘PRODUCTION 
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The seasonally adjusted index of total industrial produc- 
tion was at 189 throughout the first quarter of 1947. How- 
ever, due to changing conditions of demand, the production 
of nondurable manufactures has declined since January while 
that of durable manufactures has continued to increase. 


WHOLESALE PRICES 


1440 GAT 


be ha 
ioe? tax 
Continually rising commodity prices during most of the 


first quarter were a disturbing factor. Weekly analyses, 
however, showed downturns of prices for food, farm prod- 
ucts, hides and leather during the latter part of March, 
which became more widespread in April. 
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awarded in March were well above those for Febru- 
ary and March 1946, the anticipated building boom 
was deterred by high costs of labor and materials. 

The dollar volume of department store sales, al- 
lowing for the shifting Easter date, continued 
above comparable 1946 levels because of higher 
prices. The ratio of outstanding orders to sales de- 
creased while that of stocks to sales increased. 

Many observers viewed with misgiving the per- 
sistent advance of wholesale prices during the first 
quarter and the upturn of retail prices in March. 
Some efforts were made to stem this tide of rising 
prices. Many individual and cooperative price re- 
ductions were made. With some price indexes turn- 
ing downward in March, and several more in April, 
it was hoped that the inflationary peak might have 
been passed. 


FACTORY EMPLOYMENT AND PAYROLLS 
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New England manufacturing employment declined by 5,000 
in March, reversing the upward trend for the first time since 
July 1946. Reduced operations at woolen mills and a sea- 
sonal decline in lumbering activity accounted for most of the 
drop. National manufacturing employment was unchanged. 


ELECTRIC ENERGY PRODUCTION 
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Electric energy production in February, because of the short 
month, showed a decline from the preceding month, but was 
the greatest for any February in history. Production for 
the first two months of 1947 in New England exceeded that 
of the corresponding period of 1946 by 13 per cent 
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The seasonally adjusted index of New England department 
store sales reached a peak in August 1946 of 246 per cent 
(average month 1935-1939 =100). In March 1947 the index 
stood at 237. In December 1943 the proportion of cash sales 
to total sales was 64.9, a new high record. In December 
1946 it was 55.8 and in March 1947 it had declined to 52.8. 





SALES BY DEPARTMENTS 
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During the latter part of 1946 and the first quarter of 1947 
there has been a shift in consumer purchasing in department 
stores. Sales in the ready-to-wear and accessories groups rep- 
resenting soft goods have either increased slightly or have 
declined, whereas sales of durable goods, largely sold in 
the home furnishings group, have increased materially. 















TEXTILES AND APPAREL 
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Wholesale prices of textile products continued to rise during 
March and reached a level nearly double the 1935-39 average. 
A significant change during the month was the drop of 
4,200 employees in New England woolen mills because slack- 
ened demand for soft woolens curtailed operations. 





*OVTWHOLESALE PRICES, US. | 


Oh 2 cone ee Se 2 





Wholesale shoe prices leveled off from February to March 
but averaged 33 per cent higher than in March 1946. Because 
of sales resistance in the retail market and continued high 
prices for hides and leather, production schedules for many 
factories were arranged for a curtailed work week. 
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METAL PRODUCTS 
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Prices of pig iron, steel scrap, copper and lead rose in March. 
The price of tin rose in April but iron and steel scrap prices 
fell. Employment in New England metal products indus- 
tries has generally increased during the past year, but de- 
creased slightly from February to March. 


BUILDING AND MORTGAGES 
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Although construction activity was not fulfilling earlier 
hopes, F. W. Dodge Corporation reported that New England 
contracts awarded for residential buildings in March in- 
creased 59 per cent over February and 42 per cent over March 
1946. Smaller increases were reported for total construction. 
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YIELDS ON U. S. SECURITIES 


BONDS, 7-9 YEARS MATURITY 
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NOTES, 3—S.yRS Maturity \ 


Prices of Government bonds rose slightly during March and 
early April. Redemption of Treasury bills dampened further 
upward movements and caused some price readjustment 
Yields continue to remain generally steady reflecting con- 
fidence in authorities to maintain orderly markets. 
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CUSTOMER LOAN RATE 
(S BOSTON Banas) 


Money rates remain firm because of continued strong loan de- 
mand and effectiveness of the Treasury debt retirement pro- 
gram. Yields and spreads in yields on AAA and BAA corpor- 
ate debt continue to move in sympathy with yields on Treas- 
ury securities and to reflect the easy money policy. 


RESERVE BANK HOLDINGS OF U. S. SECURITIES 
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(eNO OF MONTH 
Commencement in April of bill redemptions by calls on war 
loan accounts exerts the maximum deflationary effect. Since 
85 per cent of the bills are owned by the System, only 15 per 
cent of funds withdrawn from commercial banks is returned 
to them. Reserve positions must be readjusted accordingly. 
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(ENO OF MONTH) 
Certificate and bill redemptions were chief causes of decline 
in holdings of U. S. securities. Bill redemptions generally 
forced commercial banks to sell other securities or borrow 
from the Reserve bank unless they had excess reserves or 
obtained additional reserves from other sources. 
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